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XTO  REV  PROD  88  (7-69)  PAID  UP  (04/17/07JB 


OIL,  GAS  AND  MINERAL  LEASE 


THIS  AGREEMENT  made  this_6_day  of  November  2008,  between  Cecil  Allen  McRee  and  Corinne  Ann  McRee,  husband  and  wife 
Lessor  (whether  one  or  more),  whose  address  is:  8808  Crosswind  Drive,  Fort  Worth,  Texas  76179  and  XTO  Energy  Inc.,  whose  address  is  810 
Houston  St.,  Fort  Worth,  Texas  761 02,  Lessee,  WITNESSETH: 

^rJmbni8^  /l] s™8^*3*'™  of  Xen  dpllare  and  other  valuable  consideration,  receipt  of  which  is  hereby  acknowledged  and  of  the  covenants  and 
^^^^SSSS^^^^l$^  h?reb¥  arant  lease  and  let  unto  Lessee  the  land  txy^^S^S^SSSS^^R 
^^^^^^SS^S^St  ?;dn2Fratmfl  for'  Produc'nF  and  owning  o  I,  gas,  sulphur  and  all  other  minerals  (whether  or  not  sKr  to 
inose  mentioned),  together  with  the  right  to  make  surveys  on  said  fend,  ay  p be  nes  estabsh  and  utilize  facilities  for  surface  nr «  ih*i  rfar* 
on  52?  Sfn5a,iWa,er' COnstruct  {oad8,and  bridges,  dig  canals,  build  tanks  t^sX^^^ri^Si^S^£^^^^ 
^athJH&  ?ecesSHa[y  or^ul  in  Lessee's  operations  in  exploring,  drilling  for,  producing,  treating,  storing  and  transport 
Ssfe  ther6t0-  The  fand  C0V6recf  called  "slid  SSmS^SSS^ 

!M^3SaKr6I  °VaiLd'  Trf*  V  fe88'  °.ut  °f  the  BBB  &  C  RR  CO  Survey,  A-221,  Lot  38,  Block  11,  of  Lake  Country  Estates  an 
3M®^m^p&r2!M  l!Sf JSunt?n  t8"*'  Tar?I!t  County'  Texas,  according  to  the  map  or  plat  thereof rrecorded  inVofumS 
Mai  20*  i!&  L^pSnS^&JSK1^00^^'^^*'  ?n& bemg  mJ?rB Particularly  described  in  a  Warranty  Deed  with  Vendors  Lien 
"  volume din  P?«  SK^S^^!^hi^^SS!>t  t  Ceci'  WJen  Mc3ee  and  ^ife'  C,orinne  Ann  McRee-  horded thereof 
alleyw^lS  C°Unty'  TeX3S  a"d  amendments  includin9  streets,  easements  and 

SEE  ATTACHED  ADDENDUM  FOR  ADDITIONAL  PROVISIONS 
«^,TJ?£Lis  a  "°n-de.velopmental  Oil  &  Gas  Lease,  whereby  Lessee,  its  successors  or  assigns  shall  not  conduct  anv 

ffiisJ2JS5h  L^t0r  "SK  of  acquisition.  Lessor  agrees  to  execute  any  sumlemeSSmlnt  fMu£ted^1S£efor  a 

SSf  SS?*9  ^tacaMf¥  descnPtK"1  of  said  land.  For  the  purpose  of  determining  the  amount  ofany  bonus  orothwSv^Uw^c^Sl  and 
ffihShSS EfiSK1*"1^  acres'  wither  actually  containing  more  or  less*  and  the  above  twM^S^f^SSSS^SSto 
be  the  true  acreage  thereoflessor  accepts  the  bonus  as  lump  sum  consideration  for  this  lease  and  all  rights  and I  options  hereunder 

%    ^S^^wL^S^^t  2r  ,ong£r  keRf  Ln»fc!rce  under  other  Provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of 

EJSS^SSK/JS1*  °tfU?h  ^  **yf  suchJ°i'.at  th!  we"5  as  of  the  day  it  is  run  to  the  pipe  line  or  storage  tanks Lessor's  SereeUh  ete  rase 
»  bear  Jtti of  the  cost  of  treaTTng  oil  to  render  it  marketable  pipe  line  ofl;  (b)  To  pay  Lessor  on  qas  and  casinaheadaas ^orSuS  from^irf^.n>i 
fil^SSSS  &  Jf8888^  ofThe  amount  realized  by  Lessee^computed  at  the  mouth of  the  wdl  or  (2)  when  Sby  CSseedT Sd  tend  5S 
iSSSSJSff  ^  ^asolineor  other  products  the  market  value,  at  the  mouth  of  Ihe  well,  of  1/4  of  such  gas  and  casinqhead aas (c?  To rav 
Lessor on  aT other  minerals  mined,  and  marketed  or  utilized  by  Lessee  from  said  land,  one-tenthelfher  in  ^w^^^y^rr^'alipSJSi 
ejection,  excep  that  on  sulphur  mined  and  marketed  the  royalty  shall  be  one  dollar  $1 .00)  ^  ^to^S^S^nSmS  me^rimarv  Wmor 
at  any  time  or  times  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  said  land  or  any  i portion ^e%%  D^V<^bla 

ZSrfE;  1  •  lai1K'  ai£  5,13 1  not  be  required  to  settle  labor  troub  e  or  to  market  gas  upon  terms  unacceptable  to  Lessee  If  at 

mere  are  no  operations  on  said  land,  then  at  or  before  the  expiration  of  sa  d  n  nety  day  period  Lessee  shall  oav  or  tender  bv  dheS  nr  draft  3 
hKSliSia8^' 3  lum  ^qual  t0  °™Ldollar  $1  °°) for  eacn  acre  of  land  then  covered  hereby.  Lessefshall  make %?»S^^rMeraS  or 
before  the  end  of each  anniversary  of  the  expiration  of  said  ninety  day  period  if  upon  such  anniversary  Site  tease  is ri3n^niSSribi?S^2SI 

effltonre«i^ 

r"™10  receive  the  royalties  which  would  be  paid  under  this  lease  if  the  we  s  were  produdnq,  and  mav  be  deoosited  in  a^fonk  «  riffle 

H5»tS pays  °!.tenc?ers  shut-in  rova'ty.  two  or  more  parties  are,  or  cTa  m  to  be,  entitled  to  receive  same  Lessee  mav 7n  lieu  of  anv  othS 
E23?  inf  SaSSfi  herH  RToyided.  pay  or  tender  such  shut-in  royalty,  in  the  manner  above  specked  eitheF ]^^£SpS^SSS3S 
(i!ach Ln  act^Pce  with  heir  respective  ownerships  thereof,  as  Lessee  may  elect.  Any  payment  hereunder  mav  Ire  ^7SS5rtB 
hSR  m  ^  m?'  °^  detve,r^ t0- the  PartX  entitled  to  payment  or  to  a  deposrtory  bank  provSoTaK o^ 

date  for  payment  Nothing  herein  shall  impair  Lessee's  right  to  release  as  provided  in  paragraph  5  hereof  Ir T  he  evert i  oi SSJn^  crfSEfi^pS 
wtgle  or  in  part,  liabilrty  for  payment  hereunder  shall  resfexcJusively  on  thPe  then  owneT  S IT? «Ss  Ke  selSrallfa^ 

an^^S^Jj^T7  ?,ra1nted  the  ,ri9ht- at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other  land  covered  bv  this  lease 
SS^tw1^^  otrle[fcnd'  tease,  or  leases,  as  to  any  or  all  minerals  or  horizons,  so  as  to  establish  units  contein  nq  noti more  San  80 1  suHacI  SS' 
£'nUwS^'lacrea9k  tc!terance:  Provided,  however,  unifs  mav  be  established  as  to  any  one  or  more  hoSr^ewsttnq  unte  mlv  be  ertarad f£7o 

^a^S^SS£^sinflhead  ^  (?i liqu,d  hydrocarbons  condensate  which  are  not  liquids  in  the  subsurface  resi^TQU^SsaSSo^ 
time  M^^S^^^SSS^X^J^  jurisdiction.  If  largeV  units  than  any  of&^^^SmSiSSA^ 

eSSI^ 

fame  and  from  time  to  time  while  this  lease  is  in  force,  and  whether  before  or  after  operations  or ^uc^h^^  ^teSfehS 

KllmoSs^f  m&^'^^&gi  ffiSSff lancl  ,Vnifize,d  therewjK0ffi  SSi^'SSeSSS 

^lLjw^ ^t2L  Is  ,ease  even  tn°ugh  there  may  be  mineral,  royalty,  or  leaseho  d  interests  n  ands  within  the  unit  which  are  not  effectively 
522*55  °r  "^ed.  Any  operations  conducted  on  any  part  of  such  unitized  land  shall  be  considered,  foK  all  w 

to^aVSmte  SS^^SmhSI^S^  Gse'  There(shall  be  allocated  to  the  land  covered  by  m^tySS^^M(S 
SiSSlfcK  h5  •?  *  m  t5e^nrt  ,f  thls  'ease  covers  separate  tracts  with  n  the  un  t)  that  proportion  of  the  total  production  of  unffizS 
te?5 after  deducbng  any  used  in  lease  or  unit  operations,  which  the  number  ofsurface  acres  in  such  Tand  tor  in  each  such 
separate  tract)  covered  by  this  lease  within  the  unit  bears  to  the  totaTnumber  of  surface  acres  in  the  unit  and I  the  Auction i  so  altorStSSiSS 
SSSSSSS? f0f  a"P^PO?es,  induing  payment  or  delivery  of  royalty,  overriding  royalty  and  any  other  payr^^ 

?^^r^rtizedilil^erals  iand  to  which  a"ocatedi in  fhe  same  manner  as  though  p roduS  then^  un^^tarms  tf&5S2 

m^S^iS^SfSi  nS^Jffl^^  ^  mineral  estate  agrees  that  me9accVual 

record  in  the  public  office  where  this  lease  is  recorded  a  declaration  to  that  effect,  if  at  that  time  there  is  no  unitized  minS 


part  of  the  leased  premises. 

fi  wihflnwpr  used  in  this  lease  the  word  "operations"  shall  mean  operations  for  and/or  any  of  the  following:  preparing  the  drillsrte  location 

whether  or  not  in  paying  quantities. 

7  i  Pssee  shall  have  the  use  free  from  royalty,  of  water,  other  than  from  Lessor's  water  wells,  and  of  oil  and  gas  p^uced  from  said  land  ins* 
opeJrjoS  to  remove  ail  machinery  and  fixtures  placed I  on  ^Jand^udBig (the  ryht  to  draw 
S^ove^n^No  wellSiall  be  drilled  nearer  than  200  feet  to  the  house  or  bam  now  on  said  land  without  the  consent  of  the  Lessor.  Lessee 
shall  pay  for  damages  caused  by  its  operations  to  growing  crops  and  timber  on  said  land. 

8  The  riohts  and  estate  of  anv  oartv  hereto  may  be  assigned  from  time  to  time  in  whole  or  in  part  and  asto  any  mineral  orhorizon.  All  of  the 
covenant  o®ti^  to  and  be  bindirig  upon  tt»e  parties  ^.^^sucoe^,  assgns, 

Sfied  So&eS  &  iSunSrifffiB  have  been^peHy  filed  for  i*cord  and  which  evidence  such  change  or  dryision  and  of  su^  court 

33332^ 

such  rS^fies  or  other  moneys,  or  part  thereof,  to  the  credit  of  the  decedent  in  a  depository  bank  provided  for  above. 

9  In  the  event;  Lessor  considers  that  Lessee  has  not  complied  with  all  its  obligations  hereunder,  both  express  and  i  W'^^ssorshallnotify 

or  convenient  for  current  operations. 

10  Lessor;  hereby  warrants  and  agrees  to  defend  title  to  said  land  against  the  claims  of  all  P^?™^^"f^s^f  Hf^J^r 
•nterJ^  hpronnripr  shall  be  charaed  Drimarilv  with  any  mortgages,  taxes  or  other  hens,  or  interest  and  other  charges  on  said  land,  but  Lessor 
SnSmat  Law! ^  have1 Se  r^f aTany  to  pay  orrlauce  same  for  Lessor,  either  before  or  after  matur^jnd  be  subrogated  to  the 
righteo %  (3SSttSSS(S  and ™ f  deduct  amounte  so  paid  from  royalties  or  other  payments  payable  or  which  may  become  payable  to  lessor 
an3br ^Sonsun*r1ite  lease  If  this  lease  covers  a  less  interest  in  the  oil.  gas,  sulphur,  or  other  minerals  in  all  or  any  part  of  said  land  than  the 
VmSSwSSMSsSn&  estetefwheS  Lessors  interest  is  herein  specified  or  nofl.  or  no  interetf  therein,  then  royals  and  othe 
SSSm aoSSSfSmimm  as  to  Xch  this  lease  covers  less  than  sucKfoll  interest,  shall  be  pari  only  in  the  proporbon  vvh  ch  the  irterest 
Hni it ™  aweKj  bv <  tetease  bears  to  the  whole  and  undivided  fee  simple  estate  therein.  All  royalty  interest  covered  by  this  lease  (whether 
£ TOtwSSSi  WuKori  M  tepaSoul o\ ^the  royalty  herein  provided.  This  lease  shall  be  binding  upon  each  party  who  executes  &  wrthout 
regard  to  whether  it  is  executed  by  all  those  named  herein  as  Lessor. 

1 1 .  If,  while  this  lease  is  in  force,  at  or  after  the. expiration  of  jhe  primary  term  hereof  «  ^^£^1^  SS^^SPSSS  mulafcn 
well  raovisions  of  paragraph  3  hereof,  and  Lessee  is  not  conducting  operations  on  said  land  by  reason  of ,(1 )  any  law,  order, JSKnffi 
SttSr^rwt  sub^uentlv  determined  to  be  invalid)  or  (2)  any  other  cause,  whether  similar  or  dissimilar  (except  financial)  beyond  the 
nSSSS  oflSSIHR  S prima*  lem  heSrf  shal  be  extended  until  the  first  anniversary  date  hereof  occumng  ninety  Wwmore 
SSBlK^  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  rf  such  delay  had  not  occurred. 

12  Lessor  agrees  that  this  tease  covers  and  includes  any  and  all  of  Lessor's  rights  in  and  to  any  existing  well(s)  aS^^'^JI^^Jfji 
land  As^SntAna  water  wells,  and  for  all  purposes  of  this  lease  the  reentry  ana  use  by  Lessee  of  any  existing  well  and/or  wellbore  shall  be 
deemed  the  same  as  the  drilling  of  a  new  well. 

13  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  e™™^  by\f$&e 
giving  notfoe  to  Lessor,  a  well  which  has  been  dnlled  and  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of  producing  in  paying 
quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  dnlling  operations  are  completed. 


14  As  a  result  of  land  development  in  the  vicinity  of  said  land,  governmental  rules  or  ordinances  regarding  well  sites,  and/or "surface 
restricSon? as  mat be  set  forth  in  this  lease  and/or  other  leases  in  the  v  cinity,  surface  locations  for  well  sites  in  the  vicinity  may  be  Jim  ted 
Snc \letsee ^^^SS^S^S^iffil^  ^SSjiSoSu'SEe  location(s)  for  drilling. reworking  or  other  operations.  .Therefore ^  since  dnll.nn 
reworkinc Tor  othe Operations  are  efther  restricted  or  not  allowed  on  said  land  or  other  leases  in  the  vicinity,  it  is  agreed  tha .any -such 
orations  conducted  at  a  surface  location  off  of  said  land  or  off  of  lands  with  which  said  land  are  pooled  in  accordance  with  this  lease 
Sra^Si^chopwiSons  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  reworking, producing  or .^r  operatacro 
under  said  land  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  be  deemed  operations  conducted  on  said  land  Nothing 
contained I  in i  thfe  paragraph  is  intended  to  modify  any  surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this  lease, 
except  as  expressly  stated. 


IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 


LESSOR(S) 


BY:  Corinne  Ann  McRee 


BY:  Cecil  AllenMcRee 
STATE  OF       Texas  } 

}  ss.  (ACKNOWLEDGMENT  FOR  INDIVIDUAL) 

TMIn^e^  before  me  oh  the    f/  day  nf  <+>   ,  2008  by  Cecil  Allen  McRee  and  Corinne  Ann 

McRee,  husband  and  wife. 


f    /T^Sk  Cody  Lee  Harris 

a  My  Commission  Expire* 
9  04/1W2012 


Signature 


notary  Public/  - 

Coy     L±<  fjs* 


Printed 


ADDENDUM 

ATTACHED  TO  AND  MADE  A  PART  OF  THAT  CERTAIN  OIL,  GAS  AND  MINERAL  LEASE  DATED  THE  0  DAY  OE/t^*nA»floog 
ffJUH^a  CeC''  AUen  McRee  and  C°rinne  Ann  McRee,  AS  LESSOR,  AND  XTO  ENERGY  INC.,  AS  LESSEE,  COVERING  0.369  ACRES  OF 
LAND,  MORE  OR  LESS,  OUT  OF  THE  BBB  &  C  RR  CO  SURVEY,  A-221,  IN  TARRANT  COUNTY,  TEXAS. 

21  TSISISfi  .y.iSPSE?1  SUPERSEDE  COMPLETELY  ANY  PROVISIONS  TO  THE  CONTRARY  CONTAINED  IN  THE  LEASE  TO  WHICH 
THIS  ADDENDUM  IS  ATTACHED. 

15.  Minerals  Covered.  Notwithstanding  any  other  provision  hereof,  this  lease  covers  only  oil  and  gas.  The  term  "oil  and  gas"  means  oil 
gas,  and  other  liquid  and  gaseous  hydrocarbons  and  their  constituent  elements  produced  through  a  well  bore. 

16.  Gas  Royalty,  (a)  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as 
follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall  be  twenty  five  percent 
(25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to  Lessor's  credit  at  the  oil  purchaser's 
transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  wellhead  market  price 
then  prevailing  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is 
such  a  prevailing  price)  for  production  of  similar  grade  and  gravity;  and  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances 
covered  hereby,  the  royalty  shall  be  twenty  five  percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at 
the  point  of  sale,  less  a  proportionate  part  of  ad  valorem  taxes  and  production,  severance  or  other  excise  taxes,  and  less  the  permitted 
unaffiliated  third  party  deductions  described  below;  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at 
the  prevailing  wellhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in 
the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase  contracts  entered 
into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its  purchases  hereunder. 

(b)  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing  plant  in  which 
Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  higher  of  the  proceeds  received  or 
the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are 
sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon  the  higher  of  the  market  value  of  the  products  so  sold  and 
the  proceeds  received  by  Lessee  for  said  products.  Notwithstanding  anything  to  the  contrary  herein,  except  for  nonaffiliated  third-party 
charges  incurred  or  paid  by  Lessee,  in  no  event  shall  any  of  Lessor's  royalty  bear  any  part  of  the  costs  of  production  or  any 
post-production  costs,  including  costs  of  lifting,  gathering,  dehydration,  compression,  separation,  delivery,  transportation,  manufacture, 
processing,  treating  or  marketing,  or  for  construction,  operation  or  depreciation  of  any  plant  or  other  facility  or  equipment  for' 
processing  or  treating  oil  or  gas  produced  from  the  leased  premises  or  lands  pooled  therewith.  In  no  event  shall  Lessor  receive  a  price 
greater  than  or  less  than  Lessee  in  sates  to  nonaffiliates. 

(c)  As  used  herein,  "affiliate"  means  (i)  a  corporation,  joint  venture,  partnership  or  other  entity  that  owns  more  than  ten  percent  (1 0%) 
of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  (1 0%)  of  the  outstanding  voting  interest;  or 
(ii)  a  corporation,  joint  venture,  partnership  or  other  entity  in  which,  together  with  Lessee,  more  than  ten  percent  (10%)  of  the 
outstanding  voting  interest  of  both  the  Lessee  and  the  other  corporation,  joint  venture,  partnership  or  other  entity  is  owned  or  controlled 
by  the  same  person  or  group  of  persons. 

1 7.  Shut-in  Royalty.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or  lands  pooled 
therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities,  but  such  well  or  wells  are  either 
shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall  nevertheless  be  deemed  to  be  producing  in  paying 
quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has  been  drilled  but  not  fraced  shall  be  deemed  capable  of  producing 
in  paying  quantities.  If  for  a  period  of  ninety  (90)  consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being 
sold  by  Lessee,  then  Lessee  shall  pay  shut-in  royalty  of  twenty  five  dollars  ($25.00)  per  acre  then  covered  by  this  Lease  on  or  before 
the  end  of  said  90-day  period  and  thereafter  on  or  before  each  anniversary  of  the  date  the  first  payment  is  due;  provided,  however,  that 
if  this  Lease  is  otherwise  being  maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the 
leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of 
such  operations  or  production.  Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  and  agreed  that  after  the 
expiration  of  the  primary  term,  Lessee  shall  not  have  the  right  to  continue  this  Lease  in  force  by  payment  of  shut-in  royalty  for  more 
than  one  single  period  of  up  to  two  (2)  consecutive  years. 

18.  No  Surface  Operations.  It  is  hereby  agreed  and  understood  that  there  shall  be  no  drilling  activities  on  the  surface  of  the  leased 
premises  without  the  prior  written  permission  from  the  surface  owner  of  the  applicable  portion  of  the  leased  premises.  Notwithstanding 
the  foregoing,  this  waiver  of  surface  shall  not  be  construed  as  a  waiver  of  the  rights  of  Lessee  to  utilize  the  subsurface  of  the  leased 
premises  under  this  lease,  and  Lessee  shall  have  the  right  to  exploit,  explore  for,  develop  and  produce  oil,  gas  and  other  covered 
minerals  under  this  lease  from  wells  from  surface  locations  off  the  leased  premises,  including,  but  not  limited  to,  directional  or 
horizontal  drilling  activity  which  comes  under  the  surface  of  the  leased  premises.  This  drilling  surface  waiver  does  not  apply  to  any 
surface  rights  associated  with  instruments  other  than  this  lease. 

19.  Vertical  Pugh.  Upon  the  expiration  of  the  primary  term  of  this  Lease,  upon  the  expiration  of  any  extension  or  renewal  of  the  primary 
term,  or  after  cessation  of  operations  as  provided  herein,  whichever  occurs  last,  this  Lease  shall  terminate  as  to  all  rights  lying  below 
one  hundred  feet  (1001)  below  the  stratigraphic  equivalent  of  the  deepest  formation  drilled. 

20.  No  Warranties.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  Land.  By  acceptance  of  this  Lease,  Lessee 
acknowledges  that  it  has  been  given  every  opportunity  to  investigate  and  has  conducted  sufficient  investigation  to  satisfy  itself  as  to 
the  title  to  the  Land,  and  Lessee  assumes  all  risk  of  title  failures.  All  warranties  that  might  arise  by  common  law  or  by  statute.  Including 
but  not  limited  to  Section  5.023  of  the  Texas  Property  Code  (or  its  successors),  are  excluded.  If  Lessor  owns  an  interest  in  the  Land 
less  than  the  entire  fee  simple  estate,  then  the  royalties  (including  shut-in  royalties)  payable  hereunder  will  be  reduced  proportionately 
All  royalty  interest  covered  by  this  lease  (whether  or  not  owned  by  Lessor)  shall  be  paid  out  of  the  royalty  herein  provided.  Lessor  will 
use  all  its  reasonable  efforts  to  assist  Lessee  to  subordinate  any  rights  of  a  mortgage  holder  to  perfect  the  Lessee's  rights  under  this 
lease;  provided,  however,  any  necessary  subordination  shall  be  obtained  by  Lessee  at  Lessee's  sole  expense.  In  the  event  Lessee  is 
unable  to  obtain  a  subordination  agreement,  Lessee,  at  its  option,  may  discharge  any  tax,  mortgage,  or  other  lien  or  interest  and  other 
charges  on  the  Land  superior  to  this  Lease,  and  in  the  event  Lessee  does  so,  Lessee  will  have  the  option  of  applying  the  royalties 
accruing  to  Lessor  toward  payment  of  same  and  Lessee  shall  be  subrogated  to  the  rights  of  the  holder  thereof. 

21.  Indemnity.  Lessee  hereby  releases  and  discharges  Lessor  and  the  owner  of  the  surface  estate,  along  with  their  officers, 
employees,  partners,  agents,  contractors,  subcontractors,  guests  and  invitees,  and  their  respective  heirs,  successors  and 
assigns  (collectively  the  "Lessor  Parties"),  of  and  from  all  and  any  actions  and  causes  of  action  of  every  nature,  or  other 
harm,  including  environmental  harm,  for  which  recovery  of  damages  Is  sought,  Including,  but  not  limited  to,  all  losses  and 
expenses  which  are  caused  by  the  activities  of  Lessee,  its  officers,  employees  and  agents  arising  out  of,  incidental  to  or 
resulting  from,  the  operations  of  or  for  Lessee  on  or  under  the  leased  premises  or  at  the  drill  site  or  operations  site  or  that 
may  arise  out  of  or  be  occasioned  by  Lessee's  breach  of  any  of  the  terms  or  provisions  of  this  Lease,  or  by  any  other 
negligent  or  strictly  liable  act  or  omission  of  Lessee.  Further,  Lessee  hereby  agrees  to  be  liable  for,  exonerate,  Indemnify, 
defend  and  hold  harmless  the  Lessor  Parties  against  any  and  all  claims,  liabilities,  losses,  damages,  actions,  property 
damage,  personal  injury  (including  death),  costs  and  expenses,  or  other  harm  for  which  recovery  of  damages  is  sought, 
under  any  theory  including  tort,  contract,  statute  or  strict  liability,  including  attorney  fees  and  other  legal  expenses, 
including  those  related  to  environmental  hazards  on  or  under  the  leased  premises  or  at  the  drill  site  or  operations  site  or  In 
any  way  related  to  Lessee's  failure  to  comply  with  any  and  all  environmental  laws;  those  arising  from  or  in  any  way  related 
to  Lessee's  operations  or  any  other  of  Lessee's  activities  in,  on  or  under  the  leased  premises  or  at  the  drill  site  or  operations 
site;  those  arising  from  Lessee's  use  of  the  surface  or  subsurface  of  the  leased  premises;  and  those  that  may  arise  out  of  or 
be  occasioned  by  Lessee's  breach  of  any  of  the  terms  or  provisions  of  this  Lease  or  any  other  act  or  omission  of  Lessee,  Its 
directors,  officers,  employees,  partners,  agents,  contractors,  subcontractors,  guests,  invitees  and  their  respective 


successors  and  assigns.  Each  assignee  of  this  Lease,  or  of  an  interest  herein,  agrees  to  be  liable  for,  exonerate  indemnify 
defend  and  hold  harmless  the  Lessor  Parties  in  the  same  manner  provided  above  in  connection  with  the  activities  of  Lessee 
its  officers,  employees  and  agents  as  described  above.  EXCEPT  AS  OTHERWISE  EXPRESSLY  LIMITED  HEREIN  ALL  OF 
THE  INDEMNITY  OBLIGATIONS  AND/OR  LIABILITIES  ASSUMED  UNDER  THE  TERMS  OF  THIS  LEASE  SHALL  BE  WITHOUT 
LIMITS  AND  WITHOUT  REGARD  TO  THE  CAUSE  OR  CAUSES  THEREOF  (EXCLUDING  PRE-EXISTING  CONDITIONS) 
STRICT  LIABILITY  OR  THE  NEGLIGENCE  OF  ANY  PARTY  OR  PARTIES  (INCLUDING  THE  NEGLIGENCE  OF  THE 
INDEMNIFIED  PARTY),  WHETHER  SUCH  NEGLIGENCE  BE  SOLE,  JOINT,  CONCURRENT,  ACTIVE  OR  PASSIVE 


22.  Noise  levels  associated  with  Lessee's  operations  related  to  the  drilling,  completion  and  reworking  of  wells  shall  comply  with  the  Citv  of 
Fort  Worth  Drilling  Ordinance,  as  amended. 

23.  Limited  Power  of  Attorney  to  Obtain  Subordination  Agreement.  By  the  execution  of  this  Lease,  Lessor  does  hereby  appoint  and 
designate  Lessee,  its  successors  and  assigns,  as  its  attorneys-in-fact  solely  for  the  limited  purpose  of  allowing  Lessee  to  contact 
Lessor's  lender  or  mortgagor  (if  any)  on  behalf  of  Lessor  to  obtain  a  lien  subordination  agreement  or  other  similar  document  for 
purposes  of  subordinating  any  mortgage  on  the  leased  premises  to  Lessee's  interests  in  this  lease.  Lessee  will  mail  a  copy  of  the 
executed  and  recorded  lien  subordination  agreement  or  similar  agreement  when  finalized.  When  Lessee  has  finalized  its  lien 
subordination  agreement  or  similar  agreement  with  Lessor's  lender  or  mortgagor,  this  limited  power-of-attorney  to  the  Lessee  shall  in 
all  respects  terminate  and  automatically  be  revoked.  Lessee  shall  bear  any  and  all  costs  associated  with  obtaining  any  such  lien 
subordination  agreement  or  similar  agreement. 

24.  Waiver  of  Claims  as  to  Gas  Lease  Committee  and  Acknowledgement  of  Independent  Legal  Advice,  Lessor  acknowledges  that 
the  terms  of  this  Lease,  the  amount  of  royalty  and  bonus  paid  hereunder,  and  other  terms  negotiated  with  Lessee  with  respect  to  this 
Lease  (the  "Negotiated  Terms")  were  obtained  as  a  result  of  negotiations  between  Lessee  and  a  group  known  as  the  Greater  Lake 
Country  Gas  Leasing  Task  Force  ("GLCGLTF"),  which  consisted  of  a  committee  of  unpaid  volunteers,  including  Brad  Shaw  Carl 
Wilson,  Dick  Deatrick,  Dennis  Shingleton,  Nora  Donavan.  Margaret  Hamlin,  Jim  Usher,  Cecilia  Valdez,  Phil  Fox,  Craig  Zieres  Dave 
Newell,  Ginger  Mayronne.  Robert  Fife,  Fred  Villarreal  (the  "GLCGLTF  Gas  Lease  Committee").  In  consideration  of  the  efforts  of  the 
GLCGLTF  in  negotiating  and  obtaining  the  Negotiated  Terms,  Lessor,  individually  and  on  behalf  of  Lessor's  agents,  representatives 
family  members,  predecessors,  successors,  heirs  and  assigns,  hereby  releases  and  forever  discharges  GLCGLTF,  the  GLCGLTF, 
and  any  of  GLCGLTF's  or  the  GLCGLTF  Gas  Lease  Committee's  members,  agents,  and  representatives,  specifically  including  any 
attorneys  engaged  by  the  GLCGLTF  Gas  Lease  Committee  to  facilitate  the  solicitation  of  bids  and  negotiation  of  lease  terms  (the 
"GLCGLTF  Releases"),  of  and  from  any  and  all  claims,  demands,  obligations,  losses,  causes  of  action,  costs,  expenses,  attorney's 
fees,  and  liabilities  of  any  nature  whatsoever,  whether  based  on  contract,  tort,  statute  or  other  legal  or  equitable  theory  of  recovery, 
whether  known  or  unknown,  which  Lessor  has,  has  had,  or  claims  to  have  against  the  GLCGLTF  Releases,  which  arise  out  of  or  relate 
to  (a)  the  Negotiated  Terms,  (b)  the  negotiation  of  the  Negotiated  Terms,  or  (c)  the  inclusion  and/or  omission  of  any  terms  within  the 
Negotiated  Terms.  Lessor  further  acknowledges  and  represents  that  (a)  the  GLCGLTF  Releases  have  not  acted  as  Lessor's  agent  in 
connection  with  this  Lease;  (b)  Lessor,  in  making  the  decision  to  enter  into  this  Lease,  has  not  relied  upon  any  statements  or 
representations,  if  any,  of  the  GLCGLTF  Releases  regarding  the  terms  of  this  Lease;  and  (c)  Lessor's  decision  to  enter  into  this  Lease 
is  the  independent  and  voluntary  decision  of  Lessor  after  being  given  the  opportunity  to  have  said  Lease  reviewed  by  counsel  of 
Lessor's  choosing.  - 

Executed  on  the  date  first  written  above. 

Cecil  Allen  McRee  Corinne  Ann  McRee 


